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Albania Enterprise Development & Export Market Services
[EDEM]

The EDEM project officidly started on September 15, 2003. Thisfirst Annua Report
coversthe period from EDEM’ s beginning through September 30, 2004. Incorporated by
reference in this Report are EDEM’ s previous quarterly reports and its semi-annud report
covering the first sx months of the project.

A. ACTIVITY SUMMARY
EDEM’ sfirg year’ s ativities focused in four mgjor aress:

1) edtablishing relationships with key organizations and individuas that support
development of the Albanian SVIE community;

2) increasing the government’ s and public awareness of the need to strengthen
the competitiveness of Albania’s private sector;

3) initiating activities in the mesat processing, herbs & spices, specidty tourism,
and leather goods/shoe production industries; and

4) developing the project’ s implementation strategy and operating processes.

Highlights of Year 1 Activities:

EDEM held two nationd workshops on competitiveness (December and June)
attracting representatives from the business community, government

ministries, NGOs and donor organizations. The events sgnificantly raised
Albania’ s awareness of the need to strengthen the competitiveness of its
private enterprises.

EDEM and itsimplementing partner, the Albanian Center for Internationa
Trade (ACIT), have organized four industry-based cluster groups — meet
processing, herbs & spices, specialty tourism, and leather goods/shoe
production.

EDEM Meat Processing Clugter organized amini-fair in July with 12 firms
exhibiting speciadty mest products to over 150 representatives of area hotels,
restaurants and supermarkets. At the event, three firms negotiated continuing
contracts with new buyers.

EDEM Specidty Tourism Clugter organized two trave fairs (May and
September) involving over 35 organizations at each event offering specidly
designed in-country travel packages to a combined audience of over 550
attendees.



EDEM Herbs and Spices Cludter initiated two market studiesto identify
opportunities to move Albania herbs/spice companies awvay from sales of low
vaue bulk commodity products to high value processed products.

EDEM has broadly spread knowledge about competitiveness to the Albanian
public by atracting extensive media coverage of its activities from as many as
15 television gations, two radio stations, seven daily newspapers, severd
magazines, a number of internationa media outlets, and BBC and Voice of
America coverage.

EDEM has focused and updated its implementation Strategy based on Year 1
lessons learned to more effectively support private enterprise development in
Albania

Project modifications:

Based onits experiencesin Year 1, EDEM proposed a number of changesto its
implementation gpproach that it beieves will more effectively ddiver needed support to
Albanid s nascent business community. To support those proposed changes, EDEM
prepared and submitted to USAID-Albaniaan EDEM Strategy Update in mid- September.

EDEM does not propose to change the origind god of the project — strengthening the
competitiveness of the Albanian private sector. However, recognizing that Albanian
firms have had limited years to develop and mature, their ability to compete on an equd
footing with more sophigticated enterprises from other countries, both in domestic and
export markets, needs extensive strengthening.

Strict reliance on the cluster gpproach asfirst gpplied by the project will, over an
extended period of time, support genera industry growth, but will have limited
immediate impact in upgrading specific needs of individud firms and ther ability to
compete. EDEM believes, and has thus proposed to USAID-Albania, that Sgnificant
atention must be paid to providing firm level assstance if Albania’s private sector isto
become comptitive in the various market places. EDEM is not abandoning the cluster
approach, and will continue to work with clusters to address issues of industry wide
concern. However, to support industry growth, EDEM will place considerable emphasis
in the coming year on working with leading companies to strengthen their business Kills,
increase the quantity and quality of their products, and support their efforts to expand in
current markets and to penetrate new markets.

For details of EDEM’ s implementation gpproach, please review the Strategy Updated
filed with USAID-Albanian in September 2004.

Coordination:

While EDEM isadigtinct project supported by USAID, it will, where practicd,
coordinate its activities with, collaborate with, and complement the efforts of other



USAID funded activities and those sponsored by other donor organizations and the
government that further the development, strengthening and expansion of Albania's SME
community.

Initsfirst year, EDEM has fostered strong relationships with the donor community so
that gppropriate resources can be marshaded to address the clusters and individud firm's
priority needs. Among the organizations with which EDEM has developed working
relationships are:

Smdl Business Credit and Assistance Project
World Learning

ACIT

Land O'Lakes

Media Development in Albania

GTZ

IFC-SEED

Financia Services Volunteer Corps

MSl and the Anti-corruption Codition

Soros Foundation

Junior Achievement

UNDP — Trade Liberdization and Promotion
RDA'’s

Loca Government Assistance Project
American Peace Corps, and

nuMerous government agencies, both nationa and locdl.

Examples of the many continuing collaborative efforts have been given in previous
reports. Several key examplesreating to the Fourth Quarter’s activities are:

Junior Achievement — discussions have been initiated to develop apublic
education curriculum directed toward young Albanians to improve their
knowledge of and simulate their interest in issues related to business
devedopment and their function in and importance of afree market economy;

UNDP — coordination efforts to address serious business growth congraints
such as VAT reimbursement. UNDP is dso quite interested in supporting
efforts to dleviate environmenta issues connected with the tanning industry,
an element to be addressed through ACIT' YEDESM’s L eather Goods
activities, and,

Peace Corps — PCV's have greetly supported EDEM’ s tourism efforts through
their work with their local communities and effortsto involve locd
organizations and school children in activities such asthe digitd post card
campaign and exhibiting at the EDEM sponsored Tourism Evenings.



B. EDEM CLUSTERS

Meat Processing

Initiating Activities

Industry Profile Devel opment

During the initial months of the project, EDEM prepared a profile on the Albanian mest
industry that demonstrated the growth potentid of the meat processing industry in terms
of increasing its turnover, willingness to adapt modern technology, its linkages to
supporting indudtries, opportunity to increase itswork force, and potentia to expand its
domestic market coverage. Based on these factors EDEM proposed to USAID that a
meat processing cluster be organized to assist the industry identify new market
opportunities, develop management/operationa capacities, improve business
environment and strengthen linkages among cluster stakeholders.

Mobilizing the Cluster by Facilitating Cluster Meetings

In February 2004, EDEM introduced the cluster modd to 13 meat processing companies.
Companies present welcomed the initiative and expressed a readiness to participate in
EDEM cludter activities. Subsequently, atotal of 18 meat processing companies have
participated in the five cluster activities organized by the project.

At asecond cluster meeting organized in March, areas of common interest were
identified in which the companies agreed to collaborate and attempt to jointly resolve:
improving the securing of raw materid; enforcement standards; operationd training
needs; gathering market information and undertaking promotiond activities, and
identifying export opportunities.

A third Cluster Meeting was held in April to review the current meat products market
Stuation and identify opportunities for Albanian companies to expand in domestic and
regiond markets. Discussions focused on the fiercerivadry in the domestic market,
where companies compete on the basis of price for customers using the same standard
products. It became apparent companies need to develop unique products and specidize
if they were to grow in domestic markets and enter export markets. The meat processing
clugter gained a more complete shape with the presence a the meeting of representatives
from the Ministry of Food and Agriculture, ADAMA and AMPA meset associations, and
donor projects working with industry. Based on meeting discussions, an adicle
weasarticle was drafted and published inthe “Monitor” business magazine caling for the
companies to specidize thar efforts as away to increase competitiveness.

Two grategic directions for collaborative activities were idertified to develop the mesat
processing cluster: a market development strategy based on intensve market learning in
domestic as well as Kosovo/Macedonia markets, and a business capacity development
strategy (operational capacity-building) to enable companies to access new markets.




Market Development Strategy

Domestic Mar ket Research on Domestic Market Opportunities

InMay EDEM conducted 20 in depth interviews focusing on high end products sold in
supermarkets, restaurants, and mini-markets in Tiranaand Durres. The research
indicated that while Albanian meat companies dominae in the lower end processed
category, they have a hard time competing in higher vaue products. About 75 % of high
end products sold to retall outlets or restaurants were imported. The interviews generaly
showed that companies mugt improve the qudity of their products, market them at a
compstitive price, and be able to ddiver a consstent supply. A smilar marketing
approach will be required to access export markets.

Survey results were presented at the 4™ Cluster meeting organized in the end of May.
The main requirements for introduction of specialty products were described to meeting
participants - improvements to distribution channels and organizing promotional

activities on launching new products. Nine companies present on the meeting agreed to
organize ajoint specidized promotiona event to present their best products to
supermarkets, hotels, and restaurants as dternatives to imported products. Durres, a
magor Albanian tourist center, was chosen asthe venue. The event wasto be organized in
early July in order to target the coastal hotels/restaurants at the start of the new touriam
Season.

B2B Processed Meat Fair

TheB2B min-fair “The Taste of Speciaty and Traditional Albanian Mesat Products’, the
firg fair of itskind in Albania, was organised at Adriatic hotel in Durres. Twelve leading
meat processing companies participated. Collaboration was established with local
governmentd authorities induding the Durres Chamber of Commerce, and locd hotd
association to ensure a high participation of locd commercid establishments.

EDEM worked closdly with the mesat processing companies to assist in producing
promotiona materials and developing displaysfor their products. Over 150 vigtorsfrom
Durres and Tirana based restaurants, hotels, supermarkets, donor projects, banks,
technology specidids, and meat associations attended the event. The mini-fair was o
vigted by the Vice-Minigter of the Ministry of Agriculture and Food, Durres Prefecture
Chief, Durres City Mayer, and Chief of the Albanian Agribusiness Council.

Thetrade fair proved to be very ussful for most of exhibiting and visiting businesses. It
was a good opportunity for the meat processorsto directly communicate and seek
opinions regarding their products from many potentid clients. Firms such as Express
from Tirana, Rienvis from Kucova, and Bardhi from Tirana established new business
relationships with retail chains and distributors in the Durres area with aresulting
increasesin their monthly summer sdesby arange of $ 3000 - $ 7 000. Abdua Shpk., a
processor gpecidizing in Hala products, created new relationships with 4 restaurants at
the Durres beach who primarily serve Macedonian/K osovo tourists. Other companies
such as Meat Master and Albidea established new contacts with restaurants and hotelsin



Tirana and have been following up with individua company presentations. For Driza
and Albides, the trade fair was helpful in promoting quality domestic fresh mest
products.

An important outcome of the mini-fair that will have long lasting effects was the leve of
cooperation and collaboration that occurred among the participating companies. A good
number of the companies had along history of not cooperating with one another even to
the point of trying to undermine others activities. The mini-fair clearly demonstrated to
them the Sgnificant advantages and mutua benefits to be gained by collaborating on

such smple promotiond efforts. Almost al the participating companies expressed in

pogt mini-fair meetings that such activities need to be organised more often and in
different regions of the country.

Research on Market Opportunities in Kosovo and Macedonia

During August and September, EDEM completed a comprehensive regiona market
review in Kosovo and Macedonia to identify the potentia for Albanian mesat processors
to penetrate these markets. The EDEM teams interviewed representatives of the
retail/distribution chains, importers, shipping agencies, loca USAID mest sector projects,
loca veterinary ingpections, and customs and other government authorities. The god of
the research was to provide Albanian companies with a complete picture on how the
markets function, information on loca mesat products, prices, brands, competition, retail
system and digtribution channds, and the regulatory environment. Potentid partners
(importers, wholesders and retailers) for Albanian meat processors were identified.
Information collected has been compiled in afull market research report to be distributed
to cluster companies. The core findings will be presented at the next Cluster meeting
scheduled for mid October.

Business Capacity Development Strategy

The cluster’ s business devel opment Strategy is directed at management strengthening and
increasing operaiond efficiency, fadilitating collaboration between the meet processors,
improving the business environment and sourcing market information. The strategy
concentrates on the adoption and implementation of internationa food safety standards,
technology improvements, securing raw materid with sustainable qudity, and
management training.

Securing quality raw materia was one of the major concerns expressed by clugter firms at
an early cluster meeting In response, agroup of meat processors gathered in May to
discuss opportunities for establishing mechanicaly meet de-boning operationsin

Albania. Mechanicad de-boned meat (MDM) makes up from 15 % to 86 % of the
compoasition of different sdlami products and hamburger. 1t is currently imported as
frozen product and severd meat processors have expressed dissatisfaction with the
qudity they have been recalving. EDEM'’ s prdiminary research showed that chicken de-
boned meat could be efidently produced domestically as the price for old hens,
daughtering, and packaging arefairly low. A reasonably smal invesment in ade-



boning separator would enable MDM production. At least one Albanian company, Driza
Co., ispursuing meking such an investment.

During Augugt, comprehensive business profiles were prepared on selected meat
processors that EDEM bdlieves will benefit from the firm level assstance to be offered as
apat of the EDEM Updated Strategy. From the profiles, individud firm development
srategies will be prepared. The profile process also supported EDEM’ s efforts to
identify the mgor congtraints limiting the indudtry’ s competitiveness devel opment.

During the profiling process, a smple database was devel oped for each company that
includes: the firmsfirm’ s existing marketing structures and strategies, its main products
and their market progress, inbound and operationd logistics, management and human
resources, finandd systems used, and current, if any, externd financing.

Cluster |ssues

After eight months of cluster activity, it is clear that the cluster approachisanew concept
in Albaniaand is difficult for the meat processing companies to comprehensively absorb.
Confusion about differences between the cluster and the AMPA and ADAMA
associations has added to difficultiesin understanding the cluster approach.
Compounding the Stuation, historicaly real cooperation and interaction among mesat
processing companies has been limited in Albania and both associations are struggling
with each other in attracting due paying membership. For a‘proactive’ mesat processing
cluster to involve clear benefits mugt be tangible to the companies, benefits they do not
expect to receive from the competing associations.

Fierce comptition in the domestic markets has required mest processing companies to
develop aggressive individud marketing strategies. Taking into account the rdaively
short experiencein business and the leve of professional and ethica business capacities,
it isdifficult to get across duster benefits to the indudtry.

About 90 % of meat processed in Albaniais imported and sourced by a smdl number of
well established importing companies. While the cluster has the potentia to help mesat
processing companies arrange joint purchases to secure the product from the cheapest
sources, from discussons with individua companies, srategiesto avoid these big
‘monopolies can be dangerous for the businesses and individuds involved.

Different to other food industries, meat products have additiona food safety assurance
requirements that prevent exporting to most of the regiond markets. Free Trade
Agreements only diminate custom duties and do not minimize the need to comply with
importing country food safety requirements. Veterinary and food ingpection authoritiesin
Albaniaas well as Kosovo/Macedonia are going through trangtiond reforms and
structures are dill heavily characterized by bureaucracy and corruption.



Future Activities

InYear 2, EDEM will provide individua market and business development support to
selected meat processing firms. Assstance activities will include: devel oping individua
market strategies to increase sdesin domestic and export markets, product development;
improvements in sales and digtribution channels; and training on marketing and sdling
techniques. Asthereislimited effort, dthough a strong interest, among the meat
processors to hold joint promationd activities, EDEM will facilitate and support meat
processing cluger exhibitions at saverd national and regiond tradefairs. A second
edition of the Albanian specidty meat products mini-fair will be organized. Theintent is
to make this event an annud traditiona promotiona opportunity to launch new and
improved products.

EDEM will continue to assst companies by regularly supplying information and
presentations on markets and latest technologies. Further more, EDEM will arrange
round tables with tax authorities and lending inditutions, providing technical training on
GMP and Hygiene Standards and HACCP certification for firms wanting to improve their
product standards. Traning would aso be offered on management skills and cost
accounting/finendid reporting.

Herbs and Spices

Activities

Industry Profile Devel opment

Applying the process to determine the competitiveness of Albanianindustry sub sectors,
aprofile on the Albanian herbs and spices industry was prepared and the industry
potential was evaluated in December 2003 and January 2004. Based on the profile
EDEM recommended to USAID that a cluster be organized around the herbs/spice

indugtry.

Mobilizing the Cluster

Three cluster meetings to introduce the industry players to the benefits of an industry
wide approach to reduce development obstacles and pursue development opportunities
were facilitated. Each cluster meeting represented a step towards devel oping an industry
strategy by identifying dugter issues/chalenges and establishing working groups, and
completing agroup SWOT andyss.

Mar ket Hypothesis

During the period from April through September, EDEM conducted meetings with the
cluster companies and other stake holdersto assst the industry develop a market
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hypothesis for strategizing future development. Based on the information severd
devel opment hypotheses were prepared:
Increase the quality of Albanian herba products and address higher end regiona
and globd herbs and spices markets,
- Deveop organic herba production and address growing globa organic markets;
- Diverdgfy and develop new and more sophisticated and value added products; and
- Increase operaiond efficiency and productivity and reduce environmentd
pressure by promoting cultivation

Market Research

To asss the industry test the market hypotheses, EDEM carried out three market studies
from August through October. FheseresearehThis research concentrated on:

- Globa market opportunities for Albanian organicaly produced herba products,

- Globd market opportunities for Albanian quality certified herba products, and

- Globa market opportunities for Albanian vaue added products based on

domestically produced herbs

The research was conducted as desk studies by EDEM contracted STTAS. Theresearch
concentrated on evauating opportunities for severa of the most promising herba species
that represent the bulk of Albanian production and export. The information and findings
from the research will be presented to the herbs and spices cluster in November and will
serve as guide in pursuing marketing opportunities.

Cultivation Survey

A cultivation survey aimed at quantifying the potentia for increased commercid
cultivation of selected herba speciesin Albaniawas conducted over the period form
August to October 2004. Thirteen larger Albanian herbs and spices trading companies
and cluster members were surveyed. Results from the survey will be tabulated and
presented to the industry at the November mesting.

Highlights of Year 1 Activities

Organic Certification Legislation

EDEM has eonducted-series-of-meetings with F&spens-bteegene&et-the Minigtry of
Food and Agriculture i Ay 2 to identify
options on meking faeititate making the Albanlan LaN on Blo certlflcatlon operationd.
Through these meetings, thefeedback fromef the herb and spice industry-members was
brought irto the attention of the regul ating bodlesl WhICh expressed full W|II|ngness tofer
cooperateron with EDEM 5 s .and
the indudtry. InYear 2 further dlscussons WI|| be held to develop an operatlonally
effective law.

Product sD-diversification




EDEM has worked anumber of eonducted-rumerousyvistswith-individud firmsdlieat
companies interested in product diversfication and developing new products. New
product ideas suggested by EDEM were positively received by severd mgor industry
players, who are willing to incorporate new product development and adoption of new
production techniques into their business plans. In turn, products divergfication will help
businesses generate more income utilizing existing market links and/or capturing new
market segments. Based on the feedback received, EDEM -Project isin the process of
mapping a strategy for asssting the interested herb and spice businesses.

I nformation Dissemination and Individual Technical Assistance

Information on regiond and internationa importers, input suppllers and equipment
manufacturers was disseminated-by-EBEM- to-the herb and spice businesses.  Individua
Ffollow-up contacts were madeperfermed by the busnesses with EDEM
supportassistance. EDEM supported severa businesses by providing technica assstance
in product quaity improvement, new product development, establishment of srategic

partnerships.

Consensus among Mmajor |-+ndustry M-members

Magor industry players, despite operating in a the-severely competitive environment
competition-amengst-them, camewere -brodught-together and reached consensus on
severd topics for which they solicited support from EDEM. Mgjor topicsinclude:
necessary improvements toef the Albanian Law on Bio-cetification, VAT
reimbursement, establishment of aquality control laboratory, identification of market
opportunities, and equipment supply sources.

Collaboration with Other Donor Activates

In Y ear 10verthe firstprojectyyear EDEM established collaboration with a number
ofseveral development and governmental entities having thaicomplementary-or-identical

ebjeew&sanelrgedsm supporting the herbs and spices industry.
German Technicd Assstance (GTZ) - Exploring opportunities for joint

gpproach towards technica training ef-herb gatherers and organic certification;

- Agency for Promotion of Foreign Investment (ANIH) - Identification of interests
in atracting direct foreign investment in the herbs and spices industry;

- Minigry of Food and Agriculture - Initiated discussons #-offering support to
the Minidry in drafting organic certification regulations;-

- Pro-Albania - Collaboration in presenting the Albanian herbs and spices
industry aten aregiond far in Audria;-

- Kosovo Business Support - {<BS—UJSAHD)--Collaboration in establishing
business links between Albanian and Kosovar herbs and spices business;-

- Regiond Deveopment Agency Berat -- Assstance in developing herbs gathers
traning;

- United States Forest Service{USFS)- - Collaboration in conducting-ef a needs
assessment for mitigating environmenta impacts of the herbs and spices industry
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and offering assstance infer developing natura resources monitoring and
sudtainable management plans;-

World Learning-LAA-USAIDY. - Coordinating potentia third country and US
training for benefiting dients, and

- Land O’ Lakes;- - treA(LOL-USAID). Devdopment of afeaghility sudy

for expanson of the ADAMA certification laboratory to perform herbs and
Spices testing.

| ssues and Constraints

2 |ssues-and-Constratts

Geographic digtribution of the core clients. Thisissue has been identified asa
magor impediment to more frequent cluster business meetings.

Smdl number of companies with large turn over and functionad monopoliessemy
in theindustry resulting in less transparent and competitiveliberal business
relaionships.

Difficulties in adopting joint approaches to identification and tackling ofwith
common business impediments by magor companies.

~-Following traditiona business practices, the industry is predominantly shifted

towards serving as araw materia supplier with very limited vaue adding.
Changing the industry mentality aswell as Albania s perceived Altbanialspogtion
asalow end producer |sama]or |ssue

Future Activities

The god of EDEM’s herb and spice program in Year 2 isto increase export market
respongveness and competitiveness. Thiswill be achieved by focusng en-severa-key
areas-and-by-devising-on specific activities divided into two aress.

a)
b)
<)
d)
€)
f)
9
h)
i)
b

Market Devel opment-tackuding:-

Market research and didribution of results;

Traning

Product differentiation and new product development;
Deveoping updated marketing Srategies;

Providing technical and marketing information supportt;
FPrometing-the idustin-by-fadilitating inwards trade mission;
Facilitate industry trade fair participation

Facilitate export contacts and negotiations

Assgting in website, industry directory development

Small-Medium Enter prise Devel opment-retuding:

13




b)
<)

€)
f)
o)

Deveoping linkages with projects working directly with raw meterid harvesters:
Facilitating United States Forest Service technica assistance

Improving the design and implementation of the bio-certification law-

-Technicd training and individua follow-up aAssstance on gGood
mManufacturing/wM/arehousing pPractices, b-Best mianagement pPractices,
gQudity aAssurance/aQudity cCSontrol, 1SO and oSther itnternationa
sStandards;

Deveop herb and spice resource directory

New technology training

Business plan development.
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Quarterty-Report
Fourth Quar terbBirect-Cluster-assistance{ Aactivities)

a)Cluster members contacts.

b} Intensve meetings with cluster members were conducted etherat-the EDEM-officeor

al-respective-company-sitesto aring-at-identifying the herb and spice industry
needs/chalenges for the new harvesti ng season. Mg or businesses congtraints were

consstent ien dl geographlc locations. They @bagn—KeFea—MaLa—Madhe—'Fwaqa;

randa);-primarily condsted of-i lack of new
markets Iaek—ef—appropn ate equipment supply sources,Haeck-ef financid support, -and
new bus nesses opportunities.

b)Market research:_es

Three markets researches-have activities were conducted looking into globa market
opportunities for organic herbs and spices, quaity certified herbs and spices, and vdue
added herbal products. Findings of these researches are presenthy-being
compiledelaberated and will be made available to cluster member at the

N ovemberupearaing cluster meeting.

e)Bio-certification:
_Organicdly certified herbs and spices have draswn atention fromef-a-categery-of buyers
and consumers worldwide. Some importers of Albanian herbs and spices-h-some-cases;
provide the certification service by themsdlves. Neverthdess, presently Albanian deders
have askedeometo-require that this service be provided in Albania with the passng of
new, but not yet operationa rew-that-the-respective |av-s-aready-passed-but-ishet
operationa-yet. Therefore-EDEM hd drepresentativeshave-had-series-ef- medting with
representatives fromeelated-respensables-at the Minigtry of Food and Agriculture to
expressing concerns of the -business communityes-eeds and discussing ways of making
the law operationd. Follow up meetings will be held in Y ear 2conducted.

dyEstablishment-ofCertified -Laboratory:
Qudity certification has dways been an issue for the-dixest herb and spice exporters.

This service can sometimes be provided locally yet it is not recognized as legitimate by
the foreign buyers; thus forcing Albanian herb and spice dedersto carry out qudity
andys's ir-mes-of-the-casesin the importing countries (a practice that is time consuming
and expensive). Therefore-Tthe presence of an internationa accredited laboratory is
essentid to the growth of Albania's herb/spice industry. thusdrivingjoined-efforts-of
the EDEDM Preject-and Land O’ Lakes have tewards-exploreding the

jpossibilityeppertunity- of establishing such an indtitution lecalhy-utilizing the exising
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laboratory. Land-OLakesasssted-ipartnership-with-Aa foraegn investor has been
Identified and is interested in forming ajoint venture. Work on providing background

information on what services, fees end equi pment currently e<|sts in state-owned
laboratories, is being carried out ' me A Hu
ahd-Food-Researeh-tadtitute. Oncethe background mformatlon IS complled |tW|II be
provided givenferredea-to the foreign investor for hisreview. If acceptable, and-after
thatH-agreed-a business plan on thisjoint-venture will be prepared by the EDEM and

Land O’ L akes. SME-Devdopment-unit:

ejldentification of Cluster Training nNeeds. (World Learning collaboration)
HClugter and individud business meetlngs sen/eoL amengetheas—es an efflaent way of
|dent|fy|ng indugtry training A » :

ae screened cluster members will be mformed on venue and topic of the traini ng
COUrses.

Hlnformation d-dissemination:

Cluster members were informed on exhibitions like the SANA exhibition where they
cwould participate and establish new business relationships with interested partners.
CMest—meeFtenﬂy—el uster businesses were aso provided with information on Kosovo
herb and spice businesses and otheralso regiond importersinterested in Albanian herbs
and spices. EDEM-/-Herbs-and-Spiees-staif hasve also provided the-coneerned-industry
businesses with information on equipment supply companies. Also, cluster members
have been informed on various internationa business opportunities (Italy, Hungary,

USA) offered by foreign buyers who approach EDEM-Preject soliciting for a database of
Albanian herb and spice dealers (i.e. sage ail, dried lavender and rose buds, €tc).

g)yProducts diversification:

2-EDEM /Herbs-and-Spiees-staff-has-conducted a-series-of-meetings with herb and spice
businesses interested in diversifiying eation-of-their businesses. | Fhe-inerease-of-leather
garments and footwear -manufacturing industry, furniture manufacturing, and tourismin
Albania openeds new doors for the development of fragrance and aromatherapy products
currently not available or produced locally. Interested dried herb businesses and/or
essentid oils businesses have a chance to differentiate their products, by developing

herbs based products to serbve theseis markets. BOver-the-guarter-businesses have
beenwere vigted at-site-aand were introduced to awide range of products that can be
produced with aromatic species like aromatic sachets, packages with aromatic sachets
and smadll bottles of essentid oils, packages with various essentid oils, and packageswith
various aromatic plants.
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lated-cl :

2-Meeting-with-Exports Promotion Agency:
2 EDEM-Project providedassisted the Export Promotion Agency with a database of mgor

Albanian herb and spice deders, who were invited toin a mesting organized by the
Exports promotion Agency. This meeting served to establish contacts between the EPA
and industry players, which was gble to distribute-alss information on foreign buying
compani eswas-disserminated that had approached the EPA._The EPA indicatedalse

promised-that it will serve as a bridge between the government structures and cluster
members. Another meeting was conducted between EPA and EDEM representatives
ameding at discussng ways toef continuesus cooperation between these two programs
to better serve theindustry’ needs.

2USAID visit to herb and splce businesses.
USAID senior officids o
herb and spice and essentid oils busn&ssesrteeameel in Northern Albanla,—m@rder to
discuss and obtain mformatlon on envi ronmentd concerns that ansefrom improper
harvesting techniques- .

business.

2-Meetingseon-GIS mapping:

2 Three meetings were hel deonducted between EDEM herb-and-spice relatedpersonnet
and USAID GIS Specidids. Thehathe meetings were held toi-was discussed-the
previous efforts to produce maps which-represent-taveatorinventoryingy-ef- Albanian
major commercia herbal speciesthat are wild harvested-wild. Raw dataon the
production capacities was provided by EDEM to- the GIS unit specidists for additional
mapping. Once thismap is produced it will be made available to the industry membersin

aduger meding.

2-Assistancete-United Sates Forest Service. {USFS)

EDEM Preject-provided background information tofer the USFS on Albania’ s herb/spice
Industry gathered from viaeontacting-severd inditutions indudingtike the Minigtry of

Food and Agriculture, Ministry of Environment, Botanical Garden of Albania, Research
Ingtitute of Forests and Pastures, Directorate Genera of Forests and Pastures, GTZ,
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Environment Center for Adm| ni strau or; and Technology Regl ond EnV| ronmentd

2 Assistanceto-ProAlbania:

2-EDEM Project-asssted the“ Pro- Albanid’, an Audrian-Albanian Association, in
organizing aregiond fair to present Albanian productsin Austria EDEM facilitated the
presentation of products from the TEALB -and V anest-companies-en-thefair. EDEM
assigted the preparation of the promotional information and selection of samplesto be
presented. - A-guiekF+feedback from the fair provided-by-the-organizer, indicatedshews
that participants (among which community people, researchers, and importers) showed
great interest in Albanian products and wereare interested to be put in contact with the
producing companies.

2 Assistance-to-the-National Park of Butrint: t

EDEM Preject-was approached by the head-ef-Nationa Park of Butrint tr-erder-to
discuss possible cooperation between the Project and the Park. EDEM is exploring ways
andmappHig-a-sirategy-forto supporting the Nationd Park of Butrint with anwhieh
mahy-conssH-a)-A assessment of the potentid for sustainable commercid utilization

of some herba species growing in BNP by establishing close collaboration with herbs

and spices processing and trading companies and by)-A assessingment-of the potentid
tofer devel oping value added products such as handcrafted souvenirs and /or seedlings
based on local florato be produced by Iocd communltlessa#eundmg-BNIltebe
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Tourism was one of three initid dugers selected by the EDEM as an industry with
sgnificant potentid to contribute to Albania' s economic development, aswel asthe
sustainable devel opment and protection of the country’s natural and cultura heritage.
Tourigm is adiversfied and highly compstitive industry. With poor infrastructure and
extengve regiona competition in the traditiond mass market tourist ssgmentslike “sun
and sand”, Albaniais not well positioned for mass market tourism. The country s,
however, potentialy well positioned for the devel opment of specidty tourism segments
such as adventure travel, ecotourism, cultural tourism and agro-tourism. Based on an
industry assessment, it was decided that the focus should be placed on “ Specidty
Tourism” including adventure and sports, culture and the archeologica and historica
heritage of Albania, where Albanian tourism industry could develop competitive

advantages.

Thefirg cluser meeting was held on March 24, 2004 and was attended by 33
representatives from the industry.  Three areas of focus were salected:

marketing and promotion of Albanian tourism destinations;
training on dl the levds of saff in touriam industry; and
advocacy on issues related to Government policies that affect the tourism

indugtry.

Clugter members formed three task force groups; each was given the task to address one
of the three high priority directions. Chairpersons for each group were identified and
work plans for short, medium and long term activities were drafted. Since the initid
cluster meeting in March, four more cluster meetings have been conducted, whilethe
three working groups have held medtings a reqular intervals.

While the main focus of the duster meetings has been to discuss issues affecting the
industry and to develop plans to solve these issues, an interesting Side effect observed has
been that the medtings adso ental virtud “businessto busness’ (B2B) functions, where
cluster members discuss opportunities to establish joint services or tours and other
possihilities for closer cooperation.

EDEM has performed many dte vigts in regions with specidty tourism potentids such as
Saranda, Berat and Gjirokastra. Mestings with some of the main actors of the public and
private sectors were focused mainly to discuss the potentia these regions offer in terms

of tourism development and to recruit active members of the Specidty Tourism Cluder.
Increased participation of representatives from different municipdities and regions in the
cluster meetings and other cluster activities indicate the positive results of these efforts.

Presently the Specidty Tourism cluster has 80 members encompassing travel agencies,
tour operators, hotels and other accommodation structures as well the supportive network
of the tourism industry like Albanian government ministries and agencies, associations,
organizations, donor organizations, and educationd ingditutions.

Communication and informeation exchange anong cluster membersis considered an
important function of the cluster. To this effect EDEM and the cluster have established a
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Y ahoo users group, Turizmi Shaiptar, which now has 90 members and has become avery

important source of communication and information exchange among dluster members
and other interested parties.

M ar keting and Promotion Working Group

Thisworking group has developed an action plan and a schedule of major activities for
the short, medium and long term regarding the following issues:

Create business opportunities and increase collaboration among members,
Research domestic and internationa market opportunities;

Improve relationships with international markets; and

Promote Albanian speciaty travel productsin cooperation with government
inditutions, civil society and media

To date, the group has conducted the following main activities:

Travel fairs— Two travd fairs have been organized with the assstance of EDEM,
both of which can be considered to be major successes. Thefirg travel far hdd
on May 18 focused on spring and summer tourist activities and was directed to
dtract the expatriate community in Albania. This event attracted 38 exhibitors
and more than 300 vistors. The second fair focused on fdl and winter tourism in
Albaniawas held on the World Tourism Day (WTD), September 27. Thisfair,
which was targeted at both the expatriate community in Albaniaaswel aslocds,
atracted 34 exhibitors from the industry participants based both in Tiranaand
severd other regions of Albania and was attended by over 250 vigtors. Both
events attracted broad coverage in both print and in TV and eectronic media
Whileit is difficult to measure the long-term impact of the fairs on the tourism
business, the immediate results based on asurvey by EDEM of the exhibitors
bodewdl:

0 Thetravel agency and tour operator “ Gulliver”, who participated in the
fird fair only asavigtor, was an exhibitor in the second fair. Based on
contacts made in the fird fair with the culturd association “ Sardd’,
Gulliver presented two new tour packagesin the second fair in
cooperation with this association. At the second fair agreement were
made with ‘ Alpin Dati”, the Albanian association on dpine skiing,
regarding hiking tours in mountain aress of Albania.

0 Improvements were observed in the products offered and the presentations
of their products from thefirst to the second fair. Examples are
represented by two Berat hotds, Castle Park that now offerstrekking
tours, and hotdd Mangdemi that offers one day- tours for groups of visitors
on historical and naturd Stes of Berat city.

0 Cultura Association” Sardd’ booked an Itdian group and Montenegrin
group amounting to USD 1,000 in revenue, which has been used towards
investing in anew boat to expand business

26




0 Shogata “Nenat endin pagen” (Handicrafts Association) made contacts at
the second Travel Night that resulted in EUR 900 of orders for their
traditiond textile handicrafts.

0 __All exhibitors reported distributing between 50 and 200 copies of their
brochures and information materids. 1n addition the cluster members
each made numerous new business contacts ranging from 10 to as many as
50.

0 Based on the Sarda example as a conservative estimate and feedback from
the cluster members, and generd industry trends, it’'s anticipated that
approximately 10% of the fair contacts will generate new business. That
could mean about USD 3,000 in new business for each of the 23 private
firm exhibitors (i.e. atotal of USD 69,000) and possibly one new job per
member (i.e. atota of 23 new jobs).

0 Hotdsfrom Tirana, Voskopoje, and Kruje met severd travel agency
cluster members a the fair and have begun negotiating with them to
include their hotdl offersin the agencies promotionad maerids.

0 Sevead travel agencies reported devel oping new products as aresult of
Trave Night: agro-tourism in Durres and Kruja, culturd and historicd
offersfrom Shkodra, dpine and mountain trekking, and youth tripsto
V oskopoje region.

The “ Greetings from Albania” postcard campaign — Thisdigital postcard

campaign was launched on WTD and is aimed at secondary school students to
rase their awareness on the value, protection and promotion of the tourist
dtractionsin their loca aress. This activity is performed in close cooperation
with the US Peace Corps volunteers in locations around Albania, the reporters of
“TROC* TV program and “TRENDY” magazine. Winnerswill be sdected by a
jury of duster members. EDEM will digtribute the postcards internationdly and
work with duster members to ensure coverage and digtribution at the London
World Travel Market in early November. The web portal www.shaiperiacom
will create a specia section on their website for dl the postcards prepared and
will promote Albanian tourism in cooperation with the cluster. DEM will assg in
distributing the cards to potentid travelers and tour operators worldwide.
Foreign Journaliststrip in Albania - One of the objectives of the cluster was

promotion of Albaniathrough international media. To reach this objective, four
foreign journdists and one Albanian writing for internationd media had atour of
Albaniain late September. The cluster members sponsored the vigt of the
journdists and accompanied them showing Albanian tourist attractions that make
the country unique with its culturd, higorica and nature values. They have
dready published articles about Albania in their home country media. M essages
were recaived from dl of the journdists expressng thar satisfaction with the
arangement of the tour and with Albania as atourist destination. Thistype of
effort is consdered a significant contribution to change the image of the Albania
abroad, and amilar vidits are programmed for Y ear 2.
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Brochure stand at Rinas Airport - An agreement has been reached with the Civil

Aviation Directory to place and maintain a stand with promotional materid about
Albanian tourism The materid will be mostly provided by the cluster members.
A list of criteriaand procedures about collection of materials, sdections,
placement and maintenance has been prepared and in early November the
brochures and flyers will be collected and the sand initiated at the airport.

EDEM has dso asssted the cluster members on firm-level marketing and
promotion of ther products like creating websites, and in devel oping brochures
and other promotiona materids.

In cooperation with EDEM this working group has dso started to perform additiond
research on existing products and suppliers of specidty tourism products. Mestings have
been held with the Inditute of Monuments and Culture to obtain more information for the
database to be devel oped on the monuments and culturd Stesin Albania that can be
offered as potential destinations in the tourism products of tour agencies and operators.
Contacts have dso been made with the Minigtry of Culture and other cluster membersto
be updated on scheduled cultura events, which the tour agencies can use in preparing
tour packages. In addition the Association of Speleologists was contacted to get
information on natural monuments Albaniahasto offer. InYear 2 thisinformation will

be presented in a database available to cluster members to assist their efforts to develop

new products.

The Training and Education Working Group

This group is focused on improving the quaity of staff and service in the travel and
tourism industry as a key path to improving the quality of Albania’stourism offer. The
focus s on the following types of traning:

management devel opment;
sarvice and staff development; and
product devel opment.

The kev educationd and training activities undertaken were:
I nternship Program — This program isintended to asss the industry improveits
recruitment of educated and talented young people, and aso to foster cooperation
between academia and the industry. This program was established in close
cooperation with the Faculty of Economics of the University of Tiranaand
launched on WTD. Eighteen students have applied to participate and Six private
companies have accepted them asinterns. Asdetailed in the Work Plan for Year
2, the program will be expanded to encompass universities and companiesin
other regions of Albania

Wor kshops on Product development & Customer Service - Training workshops on

customer service and product development were held with the cluster membersin
September. During the workshops two new itineraries were created and new
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business contacts were made between the participating cluser members. The
manager of Hotd “Akademia’ introduced his hotd to five travel agencies and
later met with two of them to discuss indlusion of his hotel in their marketing
materids. Tauleda Durres/Kruje introduced their agro-tourism program and
worked with duster members on induding it in new itineraries to be devel oped.

Leadership Program - One of the activities identified by the cluster members as
important in the management of the businesses was improving their leedership
skills. Four cluster members participated in afour day training course on
Leadership given by EDEM. Thistraining courseisintended asthefirst sepina
tran-the-trainers program. As detailed in the EDEM Y ear 2 work plan, the

L eadership training program will be rolled out to cluster members and other
companies through training courses given by BSP participants.

Government & Policy Work Group

This group is focused on ways private sector cluster members can best work with
government inditutions. They are striving to work as closdly as possible with
government to develop and implement policies and Srategies that impact tourism
devdlopmentsin Albania. The group has drafted an action plan emphasizing advocacy
and strengthening of cooperation with government inditutions.

The members of this group organized an Advisory Group to communicate with the

government and other public sector organizations. Key activities of this Work Group and

the Advisory Group were;

Meetings with the Mr. Roland Bimo, General Secretary at the Ministry of Foreign

Affairs - Severd medtings were held with Mr. Bimo in order to gain acceptance
for the concept of promoting Albanian tourism though the Albanian embasses

and conaulates around the world. Despite the apparent acceptance of the concept

by and commitment of the MFA to assis in the process, the majority of Albanian

diplomatic missons are limited in their ability to support the process. In Year 2
efforts will continue to convince the diplomeatic missons of the importance of
promoting Albanian touriam to the growth of Albania s economy.

Round Table on Cooper ation Between the Public and Private Sectorsin Tourism -

Thefirg round table discussion was organized on WTD to inditutiondize a
communication process between the private sector tourism industry represented
by the Advisory Group and the public sector represented by the Minigtry of
Territory and Tourism and the Tourism Development Council. [t wasagreedin
this firs meeting that this form of communication is vauable and that round table
discussons shdl be arranged at regular intervals to enhance the cooperation
between the private and the public sectors.

Collaboration with other or ganizations
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The Specidty Tourism Cluster has devel oped positive working relaionships with a
number of locd and internationd organizations that support the tourism industry. In this
context, however, the cooperation that has been established with the US Peace Corps and
their volunteer gationed in various municipditiesis exceptiond. 1n June, EDEM

supported the Peace Corps “InSarvice Training in Korca by making presentations on the
need for competitiveness and use of the cluster approach. EDEM had the opportunity to
srengthen tieswith Peace Corps Volunteers (PCVs) based throughout the country. Ina
second meeting in Vlora, several PCV's expressed an interest not only in tourism
devdopment in their communities, but aso in forming doser linkswith EDEM, the

tourism cluster and other PCVs for the purpose of forming regiond sub-clusters linked
with the tourism dugter. EDEM s cooperating with the Tourism Committee formed by
the PCV's by assgting them to establish adeguate links with the government and other
indtitutions relaed to tourism and by supplying them with updated information on

tourism industry developments and the overdl Albanian environment. Severd PCVs are
dso involved aslocd linksin the postcard campaign “ Greetings from Albanid’.

| ssues Facing the Tourism Industry

Thetourism industry in Albaniaiis highly fragmented with alarge number of rdatively
small operators. It isfacing anumber of challenges and issues, which have anegative
impact on the entire industry.  These range from poor infrastructure, an unstable politica
environment, government regulations or lack thereof, the poor image enjoyed by Albania
aboard to issues rdated to saff training and agenerd lack of professondism and
management skillsin the industry. While industry cooperation is dways difficult, the
activities of the cluster to overcome these obstacles have clearly demonstrated the power
of cooperation to the cluster members.

In Year 2, EDEM will increasingly focusits assstance to the individud cluster members
to enhance thair overdl comptitive position. EDEM will dso increase efforts on
interregiond cooperation with USAID funded projects in other Balkan countries to foster
the development of multi-country tours and tourism experiences and promotion of
tourism attractions.
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L eather Goods/Shoe Production

Activities

A gonificant dement in the effort to create a sustainable Albanian Center for

Internationd Trade (ACIT) is strengthening its ability to support the private sector.

| nteracting with an industry sector and supporting the sector’ s development through
application of the EDEM compstitiveness/cluster approach was selected as one
mechanism to further thisgod. To choose the most appropriate industry, ACIT prepared
three indugtry profiles— leather goods/shoe production, wood products, and
textiles'garments. Based on the profiles, ACIT and EDEM recommended to USAID,
which approved the recommendation, the formation of a L eather Goods/shoe Production
industry based clugter.

It was agreed that implementation of the Leather Goods/'Shoe Production industry based
cluster will be a combined effort of ACIT and EDEM. ACIT has acocepted responsbility
for managing the activity and will direct much of the assstance activities. EDEM will
support ACIT’ s efforts by providing STTA support and quidance to ACIT staff asthey
set about undertaking the different tasks.

In mid-September, ACIT organized the initid meeting of the industry and presented the
concepts and approach of a cluster-based approach to approximately 20 industry
representatives. Recognizing that the industry faced many barriers to its devel opment,
attendees responded with considerable interest to the idea of working together in a
collaborative manner. To support the cluster efforts, EDEM recruited two STTA
conaultants — one focused on marketing and production and one specidizing in the
tanning industry. The STTAs are scheduled to begin their supporting efforts early in
Year 2.

| ssues

The Albanian leather goods/'shoe production industry can be characterized as having two
main types of firms: 1) larger firmsthat are genardly joint ventures with Itdian owners
with much in-house capabilities; and 2) smdler, generdly Albanian owned, firms with
limited management and design capabilities. A major task for ACIT/EDEM will beto
encourage collaboration between the industry’ s two components and develop synergies
so that the overdl Albanian leather goods/'shoe production industry can prosper and
create new employment opportunities.

A second issue facing this dugter is integration of Albanid s tanning industry as ardliable
raw materia source of the production companies. If the tanning industry can developin
an environmentaly sound manner, it has the potentid to supply much of the finished
leather currently being sourced in Italy and dsewhere. The ability for Albanian tanneries
to adhere to EU standard environmenta regulations and the willingness of the tanneries
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to move beyond low vaue processing will be critica if they are to achieve industry
udtanability and growth.
Future Activities

InYear 2 three criticd activities are programmed that will lay the foundation for
subsequent efforts.

1) Company and company product identification. Thereis no current
data base of production companies or what they produce. To support
the industry’ s efforts to move forward it will be imperative to have a
solid perspective of the individud players,

2) Following the database development, two levd of srategieswill be
prepared — the approach to addressing business environment i SSUES,
and individud company drategies, and

3) An early assessment will be undertaken of the capabilities and
willingness of the tanning industry to comply with EU leve
environmentd regulaions. If thereis an inability or unwillingness, it
will be difficult/impossble to support the industry.

ACIT/EDEM are confident the Albanian leather goods/shoe production industry has
sgnificant growth potentid both in terms of increasing itstotd sdesaswdl asin the
creation of high numbers of employment opportunities.
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C. SME DEVELOPMENT

Principle

Fhemain-aActivitiesin thefirst three quartersof Year 1 (Not addressed
W

Anayss and sdlection of industry clusters— EDEM Fhe- SME-Department-made

sgnificant-contributionste collected and andyzed data and information on
Albanian indudtries that had been identified as candidates for the clusters and

recommended to USAID the threeinitid clusters approved by USAID. EDEM-
enwhthDEM—saetM#mgmeLbebased—T a0 prepared criteria.on which he
5 which-the sdection-of-the cluster selections

Lender Survey Accessto approprlateflnana ng isa key mgredlent in the process
of making the-indudtry dusters and individud firms more competitive. In
anticipation of the need to address thisissue, EDEM completed a comprehensive
survey of thefinancia indtitutions that are potentia sources of credit to cluster
members. Included in the survey were 15 commercia banks, seven micro-credit
ingtitutions and three equity funds.

Business Service Provider (BSP) Survey - An important eement of EDEM
activitiesisthe creation of sustainability, not only in the clusters and firms it

directly supports, but dso in ingtitutions that will provide long term support and
sarvices to the firms-after-completion-of- the EDEM-project. Fo-suppert-the
development-of sustainable services-EDEM completed and distributed a Business
Service Providers (BSP) Survey. The survey identified Albanian private for profit
BSPs, NGOs and other organizations that have the ahility to provide sustainable
sen/lces tothecd uster members and the overdl SI\/I E commun|ty Ihescwef
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elsewhere)

Identifying training issues — Development of management capacity isakey
objective of EDEM'’ s effortfunetion-of-the- SME-department-s-activities; and

delivery of management training is akey area of focus
0 Prepared and conducted leadership and management training for selected
BSPs, cluster members and some-ef-the EDEM daff. The key focusin
this respect wasi-be to develop “train the trainers’ programs to enable the
participants to roll out and deliver the training programs to alarge number
of SMIEs paticipaing in the EDEM respective targeted clugters, and
o] Prepared allst of thetranlng possbmtlesfor EDEMthetar:geted clusters

eLusEer—s) The pa’tlapantsm eech ef—theEDEM—cI usters have |dent|f|ed
training-training needsin-varteus-topies; such as management functions,
marketing, production and technology, customer service, eic., as crucia to
devel op the competitiveness of the respective clusters and individud firms
participating in the clugters. EBEM s SME-DepgartmentEDEM has begun
to layout atraining program for each cluster looking to address cluster
needs usngthreugh both interna and externd resources. To this effect
EDEM hasiinitiated discussions with World learning, the Soros
Foundation, Tirana RDA, the EU’ s Stability Pact for South Eastern
Europe, the Ministry of Economy’s SME Promotion Agency, and, asa
part of the Donor Survey described below, with severd NGO
organizationsin order to identify potentid training resources.




Donor Survey — Fhe EDEM SME-department-has compl etedperformed a survey
of al donors currently operating in Albania to identify programs designed to
provide assistance to the SME sector-in-Albania. This survey identified donor
programs, their activities, type and amounts of funding, their target market/sector
and identified any application process they use to respond to SME support
requests.

Assgtance to obtain bank financing — Fhe EDEM -SME-department has assisted
one of the member companies of the Tourism cluster, Iceberg Publicity, to obtain
aloan frorm alocd bank. With EDEM’ seur assistance the company was
successful in obtaining aloan of EUR 30,000 from BKT, Tiranaon terms

considered favorable by the company’ s management-ef-the-cormpany. Asaresult
of obtaining the financi ng, the company was able to hirethree addltl ond

Company Profile Summaries (CPS)-and-Strategic-Action-Plans{SAP) - For each
company in EDEM’ s portfolio (i.e. active members of the respective clusters)

CPSs are being devel oped presenting facts, figures and diagnostic assessment of
the viability of the business modd employed and the development potentid of the
company. Thisinformation will be used to establish the basdine figures for
reporting purposes, and provide input for determining the leve of effort and
assistance that would be appropriate to assist each of company. From each
cluster, companies will be seected that have high potentid for growth and which
can benefit from recevmq supportlnq

Strategic Action Plans (SAP) — For sdected companies a SAP will be devel oped
in dose cooperation with the company’s management. The SAP will be used as
the quidedline for the activities to be performed by the company management and
for EDEM’s assgtance to the company. The SAP will outline the vision,
objectives and gtrategies to be performed to reach company goas

| ssues

Whilethe EDEM project-along with its partners and in cooperation with other donors and
NGOs ishas providinged management consulting and training services to the clusters and




its members, another important factor to ensure the future growth of the clusters and its
members ir-aeeition-te-the SMHE-sector-in-general-iIs access to financing. _Thereisan
emerging financid sector in Albania, and the EDEM ewr Lender Ssurvey has shown that
Albanian financid inditutions are interested in supporting SMEs. However, many SMEs
have experienced problems obtaining normd bank loans. While there are a number of
congraints— both internal and external — thatwieh must be addressed, the key constraint
facing most SMEs s having and being able to present sufficient collatera required by;
whieh most banks+eguire to offset risk. Severd banks have expressed interest in
increasing SME lending using their own funds, if effective |oan guarantee systems can be
put into place. Most banks prefer to lend to mgor companies and large SMES. The Our
survey has shown that several banks are trying to shift their focus towards the SME
sector. However, at this point, only one bank (Procredit) actively lendsto SMEs, whilea
second (Raiffeissen) is expected to enter the market in the near future.

Micro-credit inditutions have started to fill the SME credit gap. Most micro-lending
inditutions have in the main been funded by and operate with donor funds, and thus
would require additiona capital resources if they are to be active players to support the
SME sector in Albania

The avalability of quaity Business Service Providers (BSP) is an important factor
needed to support the SME sector’s development. The EDEM BSP SOursurvey-has
indicated that-the universe of local BSPsis continuing to grow in terms of the number of
firms offering consulting and training services and -terms-of-the-services offered. At
the present time mogt Albanian B SPsbusiess-senvice providers-are only-able-to offer
basic training courses and business plan preparation; most BSPs have however expressed
an interest in developing more sophigticated business consultancy services. EDEM will
continue to include BSP organizations in cluster activities, and when their capabilities
match assgnment needs, EDEM will provide opportunities for locd firmsto offer their
sarvices in addressing cluster needs. EDEM will dso provide opportunities for loca
BSPsto participate in EDEM technicad assstance activities and in training courses to
enhance their ability to provide services to the cluster members and the SME sector in
generd. Astheir leve of service expands, their ability to support the Albanian SME
business community’ s efforts to grow and thrive in the competitive domestic and
international marketplaces will increase in significance.
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Futur e Aeeus-of-next-year sactivities:

In the coming year, -the SME-Department-of-EDEM will focusits activitiesin terms of
assigance to individua companiesin the four industry clugtersin the following aress.

1. Traning in business subjects, including training of trainers,

2. Enterprise dBevelopment and mi4anagement cGonsulting sServices, including
development of drategic action plans, feasbility andyses, business plansand
genera busness development;

3. Accessto financia service inditutions and potentid investors, including
assstance in development of loan gpplications, contact with potentid foreign
investors etc.; and

4. Public rReations and promotion servicesto the industry dlusters and to individua
firms.

These activities are outlined in more detail in the annua work plan.
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E-D. BUSINESS ENVIRONEMNT

National Conferences

In December, EDEM hosted an Operations Workshop attended by over 80
representatives from the business community, government ministries, NGOs and donor
organizations. The interactive Workshop provided the participants (most of whom stayed
the entire day) an in-depth background on the concepts of competitiveness and the
bendfits of working together through a cluster approach.

EDEM hdd itsfirst Nationd Competitiveness Conference on June 2, atracting
approximately 165 participants from the business community, government, and donor
and NGO organizations.  The theme of the event was “ Albanian Business on the Road to
Compstitiveness’.  The conference was an exceptiondly important step in demongrating
to the Albanian bus ness community and the generd public, efforts that are being taken to
strengthen the competitiveness and increase the marketing capability of Albanian
enterprises through the use of industry clusters.

Anti-Corruption Activities

A maor impediment to the competitiveness of Albania s SMIE community is the corrupt
practices they encounter in their attempt to do business. Significantly contributing to this
impediment is the busness participation, willingly or unwillingly, in the corrupt

practices. Significant activities EDEM undertook during Y ear 1 to address corruption as
covered in the first three quarters reports and for the past quarter included:

Established contacts and communication channels with aAnti-cCorruption udnits
a the Minigtry of State, Ministry of Economy, American Chamber of Commerce,
Albanian Chamber of Commerce, as well aswith ACIT, USAID, MSI, ACAC,
OSBE, and SOROS.

Asssted througheut-the-periad-theree EDEM clugters in defining en-theissues
related with corruption in the private sector and on other impediments business
faces in rlation with the legal and regulatory environment.

Egtablished close relaions with Albanian Codition Againg Corruption (ACAC)
towith-the-aim-of-getting-the involvesent-of the C-eodition alse-in addressingen
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the issues related toef private sector corruption. Mogt of the work of the Codlition
has done to date has been with-focused on publlc adminigration and little
attention have been devoted to private sector involvement. Werked with-Cealition

to-changethis:

Co-organized two workshopAs-a+esdits-of-these efforts-came thejoined-fordms
with the oF EDEM-and-ACA C en-Mayfocused on the cost to businesses resulting

from corruption. The wdll attended workshops, held in May, were targeted to the
business community and to journdists. The purpose of the workshops was to
highlight the treatment corruption as a cost issue for the business community

rather than just amord/ethical issue.

Prepared a-paper on “ Corruption and its costs for businesses’ was ddlivered atfer
EDEM’s Nationd Competitive Conference held on June 2. The purpose of
TFhethe paper was focus the public’s attention on the fact that corruption affects
the cogt of doing business and thusis a Sgnificant eement in the higher prices

paid for product made and/or sold in Albana

- EDEM anti-eorruption-component-designed a survey methodology ferthto gather

information on the magnitude of corruption’s effects on the busness community.
The survey, completed in September, will provide a basdine on which to measure
the decline in application of corrupt practices. The survey will be repeated

annudly
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EF. COMMUNICATION

Making the public and genera business community aware of Albania s need to
sgnificantly increase its competitiveness capatility if its economy isto grow, isacore
objective of EDEM.

Activitiesundertakenin Year 1

PBifferentpromotional materials were designed;; printed and distributed for the start up
of EDEM project induding the project logo, a-fact sheet and a-project brochurewere

prepared-and-designed. The{(A-new fact sheet and project brochure were updated infer
the projectwere prepared-by April.

relatlonshlps in theflrst Week in November EDEM and OTF g&ff held a
workshopeendueted-a-briefing for gpproximately 20 members of the Albaniamedia. The
briefing laid out the EDEM project, the competitiveness and cluster approaches, and
provided the media an opportunity to ask questions and seek clarification about planned
activities. EDEM was a0 very successful in attracting mediato its Operations
Workshop and obtaining event coverage. Representatives from 12 media outlets (Sx TV
channds, two radio gtations, three newspapers and one magazine) plus severa fredance
journdigs filed reports on the Workshop including TV interviews with OTF
representatives and a Voice of Americainterview with the USAID Mission Director.

To assure adequate exposure to EDEM’ s message, a comprehensive communications
strategy was prepared to guide the project’s communication/media related activities.

A program was developed to produce a continuing series of 20 to 30 minute TV shows
that focus on the issues affecting Albania s economic Stuation. Modded after the
successful Heroes series, each production was toedld concentrate on a single issue,
highlighting where progress hads been made and where efforts need to be applied in
order for Albaniato move forward economically. The subject matter was toedid range
from generd topics such as ‘ gpplying the competitiveness paradign’, ‘ the informd
economy’ and ‘business environment issues to speciaized topics such as shows on each
of the EDEM clugters, ‘anti-corruption’ and ‘foreign investment’. The series was toill
begin with a show on ‘ competitiveness scheduled to be aired at the end of May and-will

be broadcast V|athe Heroes network Begmnmgm%heidl—u-lsaquekpeted—that—a
The effort wasisbeing




closdy coordinated with the USAID funded Media Development in Albania project.
Unfortunately, issues raised by USAID regarding the production caused a postponement
of the effort.

An nether-objective of EDEM isto raise awareness of mediaand public regarding ferthe
effect corruption has on the codts of doing tssdes+elated-te-business and fina cod to

consumers. Ha-eerjunction-with-the-anticorruption-uhit-of-thepreject-1in April amedia
ane‘mg was conducted with reporters onfer the cost of corruption in the

bus nesses Eighteen assuring-the-participation-of-18-media representatives from print and
electronic media participated in the workshop. A press release was issued to the

reporters.

A flyer,-and-a poster and two press releases were prepared; designed-and-delivered-for the
Albanian Tourigm Evening trave far hed in mid-M ayFirstFrave-Night-ir-May-—2press
releasesweretssued. ExtendveWide media coverage of the event was assdredbrought to
bear with mentioning-herethe participation of 18 media outlets induding 9-9 TV

Stations that broadcasted the activity (2 public TV Stations); 2 of them raun the show for

5 minutes dl day long; 6 articles appeared in the-ddally newspapers, 2 rRadio sStations
announced the event; Albanian Telegraphic Agency; 1 articlein the“Monitori”

magazine, and News on line (an Albanian website) covered the activity.

Sonificant toA-mater-activity-of EDEM’ s firstyrear s-efforts to encourage the public's
involvement in promating a nationa movement to increase the competitive cagpability of
Albanid s private sector and to broadly spread the message of the value of collaboration
throughout the business community, EDEM organized “ Albanian Business on the Road
to Compstitiveness “Nationd Conferencein early June. Two2 press rel eases were
issued. EDEM was very successful in attracting media and obtaining wide event
coverage. Representatives from 26 mediaoutlets (15 TV channels, two radio stations,
seven newspapers, Albanian Teegraphic Agency and one magazine) plus 2 fredance
journaigs filed reports on the Nationad Competitiveness Conference, including newsin
web sites and an aticle in South East European Times.

For the “The Taste of Specidty and Traditional Albanian Meat Products’Saami-Mmini-
fair in June aflyer was prepared and distributed to major Durres and Tirana

supermarkets, hotels and restaurants. A TV Spot prepared for the event was broadcasted
for 2 days by aloca TV, accompanied by 2 day announcementsin the sameloca TV
Station. Twoz2 press releases were prepared and issued. SeventeentZ mediaoutlets
covered the mSalami-Mini-fair (9 TV Stations broadcasted the activity (1 public, 1 news
TV, 5locd, 1 of them raun the show for 4 minutes dl day long), 6 articles appeared in
the-daily newspapers, 1 rRadio sStation announced the event; Albanian News
Teegraphic Agency; and News on line (published in 2 Albanian website) covered the
event.

A press release was prepared for the firs meeting of Leather Goods / Shoe Productions
cClugter in September-. Five
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5 mediamedia outlets covered the activity. (1 TV Station, 2 atidesin the daly
newspapers, Albanian News Telegraphic Agency and one article in “Monitori” magazine.

A avent-A series of sgnificant communication
act|V|t|eswere undertaken in conjunction with World Tourism Day.

_A group of 4 foreign journdigs from Italy, Bosnia, and Germany, supported and
sponsored by cluster members, were brought to Albania by EDEM to-had-a-chanee-of

vigting and writeing atldes about Albania’s tourlsm opportunltles Comments from the
|ournai|stsmcluded hisw . world—Tha Yy

Almir Panjeta, reporter of Bosnian “Star” magazine reports “Albania, the safest country n
Europe”

“There are alot of differences between Albania and Bosnia-Herzegovina, but | think that
there are a lot of thingsin common also, like people’ s mentality, road infrastructure. We
are more alike than we think. Thisismy first visit and I’m very surprised, because | have
heard only bad words from media for this country and | didn’t feel safe to come and visit.
Now I’'m pleased that | saw the real Albania myself and | can introduce it to Bosnian
readers’.

Franca Ross areporter in “Guida Viagg” Itdian magazine reported:

It's hard to say to Italian public that some of the problems in Albania exist even there.
Italian tourists will feel home here: if you want good food, get to the beach and spend
little money, you can find thisin Albania” .

Hansgeorg Hermann, areporter of Frankfurter Algemeine Zeitung reported:

“The /impression that I’ m going to give my readersisthat Albania, asit wasand asit is
now, does not need lots of changes. According to me the thing that should be changed is
the politics. This hasto be more open, closer to people and not to function as a closed
system, as | have seen it for many years’ .

A flyer and-a poster were prepared-designed-and-delivered for the sSecond t+ravel
NiNight sponsored by EDEM' s Specidty Tourism Cluster *Fun of Fall and Winter in

Albanial”-+h-September. Two-2 press releases were issued for the event. A pPress
cGonference was organized with cluster members, internationa media, local mediaand
other invitees. Wide media coverage was providedassdred bymentioning-herethe
participation-of 10 media outletsinduding -3 TV Stations broadcastinged the activity
one of them raun the show for 5 minutes dl day long; 4 articles in the daily newspapers,
1 rRadio sStation announced the event; Albanian Telegraphic Agency, and ariclein
American -Chamber of Commerce -Nnewdetter covered the event.

During itgthe first 6 months EDEM issued six news rel eases that appeared in over 20
outlets including newspapers, radio, and televison. The reeases primarily made note of
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EDEM dluger formation activities and highlighted that the three industry groups were
initiating efforts to address issues of mutua concern to at-the firms that-were-operating

in the indudtriesy.

Thirteen news releases were prepared during last 6 last months to announce to the #a
public and media different industry group activities, cluster members' efforts and
concerns, competitive concepts, cost of corruption in the business concepts, and mgor
events like the National Competitiveness Conference, World Tourism Day, the two 2
Ftravel nNights_and theSaamit mMeat Mmini-far—ete. Approximatel yhmest 80 outlets
including newspaper, radio, television, websites, and internationa press included stories
about EDEM have presented-these activities

; a0 offered-asssted
severalaqeem flrmsJe prepare promotl ond matendsvel—&tpper&ng—elu&&membe&n
ther-iaitiatives - —Oone Specialty-tFouriam companyCluster-member was assigted in
conceptudizing/formetting a flyer and a pogter for the fRirgt tFravel nNight;- tFwo
hHerbs and sSpices firmsChuster-members were asssted in designing 2-flyersto be used
atin an internationd tFrade fRar and a-Assig-ene tourism duster member was
supported in their effortste-coneeptuaize- theo design ef-a website-Photes-also-offered:




ES. ADMINISTRATIVE

The majority of Administrative activities have been addressed in previous reports.
Significant to this past Quarter, were three main efforts.

EDEM'’ s gaffing Stuation has been sabilized with the addition of the LTTA
Marketing Advisor and the replacement of the LTTA SME Deve opment Advisor.

Both positions were permanently filled during the summer months.

EDEM'’ s Monitoring and Evauation Plan was completed and submitted to
USAID. Devdopment of the EDEM Results Framework and Performance
Monitoring Plan was closdly coordinated with those of the Misson’s Economic
Growth Sector Strategic Objective, which were themsd ves undergoing revison.

Asit became apparent that a pure application of the cluster approach was not
appropriate given the state of Albanid s private sector development, EDEM
prepared an updated strategy.  The strateqy, submitted to USAID/Albaniain
September, provides for an increased emphasis on firm level assstance and use of
the cluster process for stuations where industry members believe there isa strong
need for cooperation such as in addressing business environment i SSUES.

In addition to normd devel opment implementation issues, there remains one potentia
barrier to EDEM achieving its overd| objective, that of the project’s budget. While
EDEM will take advantage of every opportunity to collaborate with other donor and
government efforts to strengthen Albania’ s SME community, there will be aneed for
specidized assstance in many ingdances. Given EDEM’ s current leve of financid
resources, it may be difficult to address many firm level problems without additiond
resources. EDEM will continue to work with the Misson to resolve this issue.

STTAsList
September 2003 through June 2004
Arrival in

Name of traveler: Albania Departurefrom Albania

David Wilcock 10/1/2003 10/10/2003
Molly McKnight 10/1/2003 10/11/2003
Joanne Adams 10/14/2003 10/28/2003
Dane Smith 11/2/2003 11/6/2003
Nedl -Donahue 11/2/2003 11/6/2003
Vahe-Sahakyan 11/17/2003 11/23/2003
MariaHipos 11/19/2003 11/25/2003
Dan Edwards 12/7/2003 12/20/2003
JoaneJoanne Adams 12/7/2003 12/19/2003
Andrew Smith 12/14/2003 12/18/2003
Dane Smith 12/14/2003 12/18/2003
David Wilcock 12/14/2003 12/18/2003




Pavla Corngjo 2/8/2004 2/21/2004
TanyaTorres 2/8/2004 2/21/2004
Gerad Martin 2/23/2004 2/28/2004
Scott -Wayne 3/22/2004 4/4/2004
Dan Edwards 3/25/2004 4/3/2004
Peter _DavidFurth 3/28/2004 4/3/2004
Andrew Smith 4/12/2004 4/23/2004
Russel |- Martin Webster 4/26/2004 5/7/2004
Dane Smith 5/11/2004 5/15/2004
Dan Edwards 5/16/2004 6/5/2004
Scott -Wayne 5/23/2004 6/6/2004
Jason Bauer 5/29/2004 6/4/2004
Andreas Widmer 5/31/2004 6/4/2004
Dane Smith 5/31/2004 6/5/2004
Derryck Cox 6/1/2004 6/9/2004
Peter —-David-Furth 6/1/2004 6/9/2004
Charles James Dean Stathacos 6/3/2004 6/9/2004
STTAsList
July 1 through September 30, 2004
Arrival in

Name of traveler: Albania Departurefrom Albania

Scott -Wayne 8/22/2004 9/5/2004
Gerald Martin 9/13/2004 9/19/2004
Scott -Wayne 9/26/2004 10/10/2004

45



